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5. 8DCERS funding ratio was the ratic

snd liabilities. A funding ratio of less than 100%

2

did not have sufficient assets Lo cover 1ts

lon in Aspril 200%, a Board of

SEDORERS Board”) with 13 trustees governed
-
Ffour

and one trustee elected by retired city
Beoard had to approve by majority vote any city
proposal that would change the City’'s contribution reguirements to
SDUERS .

. Fach trustee of the SDCERS Board had a fiducieaxry duty to the

Board and public. “Fe primary fiduciary duty of the SDCERS Beard was

currernt, former, and retired emplovses. This fiduciary duty required

each SDCERS Board Trustes to discloge all material information to

=2




1l their fellow SDCERS Board Trustees, including all information about
21 proposals that could affect the funding of SDCERS and all information
3l about whether an SDCERS Board decision could dmpact the financial
41 interaests of an SDCERS Bos

5 5. Consistent with this fiduciary duty, the SDCERS Board

&l enacted its “Rules of the Re ment Board of Administration.

srding to these Rules,

ot

whiich may be interpreted as a conflict of

9l interest,” to “conduct all SDCERS business responsibilities in a fair
10l manner and be Thonest in  2ll business negotiations,” and to

o an appropriate Board or staff member information on

161 seakling] or aceaptiing] gi!

ed 1in the

201 acquisition of information or deliberation of any issue, unless the

21 ¢ notice and public access provisions of the open meeting law

219 & . Defendant RONALD SAATHOFF (hereinaftrer “defendant SAATHOFF”)

241 was an SDCERS Board Trustee from the 1880s until 200% as the

}V

' representative, and was subject to the fiduciary duties

26 | described above, Defendant SAATHOFF also was president of Local 145,

27 the firefighters’ labor union, and was the lead negotiator for Local

2801 148 during labor negotiations with the City.
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“Aefendant LEXINY) was

an ev-officio SDCERS Board Trustee until 2004, and was

subject to the fiduciary duties descr Defendant LEXIN al

was the Cityv's Auman Resources Divector, and was the City’'s lead labor

endant SAATHOFT during ths

vdafendant WERBSTER")

until 2005, and was

descrilbed above, Defendant WEBST

ruditor and Comptroller, and later

hecame the City’s acting duditor and Comptroller
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stiators wanted the

retdremant multiplier from 2.25% to 2.5%. This increase from 2.25%

te 2.5% would have raised the vearly retirem@nt for defendants LEXIN,

thousands Q* dollars each vear.

her the

in the Local 145 negotlationsg was whe

firefighters would recelve certain benefits, including whether

SAATIHORF would receive the “presidential leave retirement

leave retirement benef

"

his retirement calculation on the

membination of his fire captain salary and his union px

[

the presidential leave retirement Dbenefl

would have been based solely on his fire

sidential leave retirement benefit,

d¢ would have increased by more than

defendant SAATHOFF the presidentisl leave retirement benefit.

sed benafits would have raised the retirement

ATHOPE, LEXIN, WEBSTER, GRISSOM, and CHAPIN.
The tentative increased retirement benefits were made “contingent” on
the SDOERS Board agreeing to modify MP1 so the City would avoid meking
the imminent reguired multi-million deollar ba?lcon.paymer” if SDCERS
funding ratin fell below 82.3%. If the SDCERS Board did not agree Lo

modify MP1, then the City would not be reguired to dimplement the

including the 2.25% to 2.5% increase
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Proposal 27 (hereinafter “MPZ").
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ol versions of MP2, each of which would have modified MP1l's trigger so

ate’ {estimated at

9l the City would only have paid the “full actuarial ra

100 a total of between $25 and 540 million) phased in over a series of

Board met and
SDUERS Board

tingaent upoen

184 the SDCERS Roard agreeing to adopt MP2. At this meeting, the City

s Office proposed reducing the MPL trigger from BZ.3% to 75%.

h

MPL and

OFF reviewed the text o

214 mtated that vcould be very easily interpreted” to reguire the City
224 po pay SDCERS the funds ore SPRCERSY funding ratio
230 ©82.3%  if  the funding ratic fell below 82.3%. Under this

24 f interpretation of MP1, the City would be reguired to make an imminent

balloon payment, possibly exceeding $100 million, if the trigger were

o

reach a

27 decision on the City’'s proposal, and agreed to revisit the issue
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sl the status of the presidential leave retirement benefit. In response,
51 deferndant LEXIN sent an e-mail to defendant GRISSOM: “we agreed Lo
70 ‘presidential leave’ subject to attorneys working out the bugs, Ron
81 mows (as recently as discussions today) that the attorneys and
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11 18, On or about July 1, 20

17l memorandum for the ESDUERS Board about ¥MPIZ which she sh Lﬁd wilbh
13 WERSTER and GRICSOM, and cothers. The memorandum, written

15
16 arion of ¥MPL and its trigger. regeliving edits

WERBSTER and GRISSOM, and cthere,

18 LEXIN caused the to be sent by e-mail to the
19 SDCERS Beard on or about July 8, 2002.

sl the ity

20 19 On oy zhout July 9, 2002, defendant LEXIN brie

Defendant LEXIN informed the

ight not adopt MPZ with a 75%

She also informed the City Council that, according to

e would be making a motion

at £2.3%, but “phase-in” t

Do 3%

Years. Under the 834 .3

sal, “the practical impact
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the ©2.3% “phase-in” MP2

20 on or about July 11,

recommendation,

oposal,

¢ Board refused to adopt

Board met again to

roard that the

t enhancements were contingent on the SDCERS

recently negotiated benefl

~d agreeing to modify MPL. AL +he meeting, the City Manager’
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& a motion to
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£fipe continuad to propose a version of MPZ which would reduce the
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MP2 proposal, sublect to
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was the motion

2002 City

defendants Laﬁlm

SAARTHOFF's MP2 proposal and the contingent retirement benefits
negotiated in 2002, including defendant SAATHOFEF 'S presidential leave

retirement benefit, which

lat

- bhecame Resolutlion




i 20, On or about Qctober 21, 2002, the City Council adopted

297212 on itz consent agenda without public comme

3 267212 gave defendant SAATHOFF the presidential leave
4 benefit ‘

5 2% On oy about November 15, 2002, the SDCERS Board formally
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22 26. Beginning in or before January 2001, and continuing up to
ithin the Southern District of
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to commit offenses against the
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Gefendant SREATHOFF to submit his MP2 proposal, which, 1I approved,

CAATHOFF his presidential leave retirement

SARTHOFF, LEXIN, and WERSTER, and others,
fraudulently voted in favor of defendant SAATHOFF's MP2 proposal, and
nformation from the other BDCERS Board
QFE, LEXII WEBSTER, GRISHOM, and CHAPIN

hodedN g

induced the other SDCERS Board Trustees Lo

SAATHOFE' ¢ MPZ proposal, which would allow

the City to avoid the imminent multi-million dollax balloon pavment

wpe  would allow the defendants and others bo raceive
: 3 o~ oy o F R L BTV
Crement benefits, including SEATHOTE &
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WERBETER,
had econcealed material information from the SDCERE Board Trustees,

’

including the nature and existence of the presidential leave

1. Defendants SAMNTHOFFR,
frauvdulently concealed f{rom EDCERE Board Trustees material information

rg defendant SAATHOFF's purchase of service credits that

conearn

! enhanced defendant SAATHOFF s retirement benefits.
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a. On or about January 8, 2001, defendant SAATHOFF sent
a letter to a city emplovee reguesting that he receive
presidential leave retirement benefit ‘conslsbent
with the current procedurs followsd by the P.O.A. and

the M EAY

b.

city  salary with his union president salary to

one vear retirement calceulation from

l,—l
e
e
+
{t
jay
i
i
=
‘-—J -
s}
.
¥
$odn
o)
o
e

. 2001, defendant WEBSTER sent
an e-mail to defendant LEXIN entitled “EEEK,”
expressing defendant WERBSTER’s concerns about SDCERS'
funding ratioc and decreasing earnings

d. On or about November 5, 2001, defendant WEBSTER sent
an e-mail to a city labor negotiator discussing “Ron’s
Plan BY and that city labor negotiators should “keep

the bargaining chip in your pocket.”
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On or aboub November 13, 2001, defendant LEXZIN wrote

M
[

memorandum recommending that the presidentia

o

vatiranent benefit be discussged in the context of the

i}

2002 labor negotiations with Local 145 an
abor unicons.

O about January 3, 2002, defendant WEBSTER sent an
and others, stating that
from HNovember 2000 until

by 88%%, and that Yrhese

BOY . . . . the CERS earnings for Jan is negative

(61.7)y . . . we've moving in the wrong directiont”

ndants LEXIN and

via e-mall a plan “to

e} geat” the SNCFRS Roard’s

20062, defendant GRISSOM sent an
e-mail to defendant WEBSTER stating that a reporter
had incuired about the City underfunding SDCERS, and
azked defendant WEBSTER “is there any ‘party line’ Zor
me to communicate?”

On or about March 13, 2002, defendant WEBSTER sent an
c-mail to defendants LEXIN and GRISSOM, and others,
about the SDCERS funding ratio, and stated that: vThis
is a big and serious problem. . . . . especially since

o 7

the $20m+ trigger is getting closer
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ratio would fall bhelow the 82.3% MPL triggsr,

confidential for the moment . . . . . haven’'t shared
with any of the other Board members - yet.”
On or about April 17, 2002, defendant WEBSTER sent an
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~mzil to defendant LEXIN, and others, stating th
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modifying the MP1 trigger were “tied to benefit

increages T bhi

On or about May 21,
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On or about June 14, 2002, defendant LEXIN wrote a
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iated during the 2002 labor negotiations were

ngent upon the  SDCERS  Board approving  a
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modification of MP

On or ahout June 21, 2002, defendant SAATHOFF ‘thd the
SDCERS  Beard that MPI “oould he very easily

to pay SDCERS the

interpreted” to reguire the CL
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funds necegsary to restore SDCERS funding ratio to
e g» "

82.3% 4if funding ratio fell below 84.3%.

2002, defendant LEXIN senb an e-

1t June 25,

pert

O oxr abo
mail to an SDCERS Board Trustee who did not attend the
June 21 2002 8DCERS Board meeting, stating that
defendant LEXIN and others “REALLY do need vou!” at

the July 11, 2002 SDCERS Board meebing to vote on MPZ.

On or about July 1, 2002, defendant LEXIN sent via e-

=

ail a draft memorandurn to defendant GRISSOM, which

contained proposed answers to the guestions of an

fendant WEBSTER reviewed

2002 draft memorandum, and

an e-mail stating: “FYI Regarding cathy’'s letter
my Diggest eliminate any

in £#6. Thais

agenclies who
level now.”

On or about July 8, 2002, defendant LEXIN wrote =

uncil to preapprove a

O

memorandwr urging the City C
motion to amend MP2 that an SDCERS Board Trustee would
he making on July 11, 2002.

bout July 11, 2002, defendant SAATHOFF made a
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motion before the SDCERS Board to amend the Clty’s

version of MPZ.
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defendant SALTHOP

defendants
voted in favor

and defendants SAA

IRISKOM, and CHARPIN d4id not d4di

F's pregidential leave retl

bhenefit to the other SDCERS Board Trustees.

On  or about July

18, 2002, defendants CHAP

GRISSOM, and others, met to discuss how to imp

benefits conveyed under MPZ, including

presidential leave retirement benefit.
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suggesting that th

to convince the SDUERS Board to reduce the MPL
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WEBSTER, GRISSOM,
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ra, draft

allegations made publicly

co.  On or about Dec
CERS Board that underxr

the 85D

SDCERES’  funding

Funding ratio fell below 82
dd, On or aboubt August 5,

sidential

8, 2002,

cember 20, 2002

heen reguired to pay SDRCER

lzave

Board Trustees.

defendants SAATHOFF and

before the City
endant LEXIN, and

defendant SAATHOFF told

MPL, the City would not

the funds necessam
ratic te 82.3% if the

during g SDCERS Board mesting, v denied that he
had increas a rasult of MPZ.
ALl Title 18, United States Code, Section 371
Counts 2 - 5

18 u.g ¢ &8 3343 1346, and 2
Honest Services Wire Fraud

herein.

30 Beginning in or before January
and including January 6, 2006, within
Californis and elsewhere, defendants SAEATHOFF,
GRISESCM, and CHAPIN did knowingly devise

raud,

intent

19

in paragraphs

wo deprive the SDCERS Board Trustees

1 through 24 above

continuing up to

Southern District of

LEXIN, WEBSTER,

and theml to devise a

to wit, to act with the

, members of SDCERS, and




City of BSan Diego of their

their public officials to

fraud, undue influence, conflict of interest, and deceit.

31, It was part of the scheme to defraud that defendants

and CHAPIN, and others, did, among

,  GRISSOM, and

= Nefendants SRATHOFYF, LEXIN, STER

CHAPIN, and others, fraudulently devised a plan to modify MPL and its
trigoer in sufficient time so the City would aveid me he imminent

COTNYID T

multi-million dcollar halloon pavment to SDCERS that MPIL reguired.

I, Defendants  SBEATHOFE, BEELIN, WEBSTER, GRISSOM, and

¥MPL en the ity would avoeid the
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immirert multi-million doliar balloon payment that it owed SDCERS
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neaotizred and agreed to accept increased retirement Dbenefits,

including defendant SAATHOFF g reguested presidential leave retd

retirement multiplier from 2.2

7.5% for general members, in exchange for their support of a proposal
o modlfy MPL so the City would avoid the milti-miliion dollar balloon

pavment that it owed SDCERS under ¥
a. Nefendants SAATHOFF, LEXIN, WERSTER, GRISSOM, and
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that the other SDCERS Board Trustees would vote to approve the
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mods ficacion of MP1, which would allow the City to avoid the lmminent
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the defendants and others to receive increased retirement benefits,
leave retirement beneflil,

GRISSOM, and CHAPIN to

na

maintain their positions with the City and SDCERS.
&, Defendants  SAATHOPRE, JEXTN, WEBSTER, GRISZ0M, and

and others, fraudulently concealed material information

concerning MP2 and other proposals from SDCERS Board Trustees, sO that

Fhe other SDCERS Board Trustees would vote to approve the modification

of MPl, which would allow the City to aveid the

cvad SDOERS, would zllow the defendants

pogitions with the City and SDCERS.

nte SAATHOFF, LEXTN, and GRISSOM, and others,

from the SDCERS Board a prearranged plan for

i3}

2"‘

submit his MPZ proposal, which, 1f app oved,

guaranteed defendant SAATHOFF his presidential leave retirement

G- Nefendants SAATHOFF, LEXIN, and WEBSTER, and others,

21l fraudulently vored in favor of defendant SAATHOFF's MP2 proposal, and

other SDCERS Roard

information from

CAATHOFRE, LEXIN, WERSTER, GRISSCH, and CHAPIN
deceived and fraudulently induced the other SDCERS Board Trustees LO

vote in favor of defendant SAATHOFY’ s MP2 proposal, which would allow
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the City to avoid the imminent multi-million dollar balloon payment

would allow the defendants and others to rece:rve

increased retirement  benefits, including defendant SAATHOFF' s

leave rebirement benefit, and would allow defendants

GRISSOM, and CHAPIN to maintain their positions with

ke Bood P st

the City and SDCERS.

CHAPIN, Arafted and assisted 1 the drafting of

knowing that
cfendants SAATHOFF, LEXIN, WEBSTER, GRISSOM, and CHAPIN, and others

] woans

formation from the SDCERS Zoard Trustees,

matarial

Fad conceal

ineluding the nature and existence of the presidential leave

purchase of gervice credits that

- enhanced defendant SAATHOFF's retirement benefits.

3. By deceiving the SDCERS Board Trustees and fraudulently
ling material information from SDCERS Board Trustees, defendants

. a
i

CARTHOPE, LEXIN, WERSTER, GRISSOM, and CHAPIN caused significant harm
to the financial integrity of SDCERS.

wecution Of Thes Scheme

r

32. On or about the dates set forth below, according to each
count, within the Seouthern District of California, and elsewhere,
defendants SAATHOFF, LEXIN, WEBSTER, (GRISSOM, and CHAPIN, for the
purpese of executing the aforesald material scheme Lo defraud,

ted and caused to be transmitted by means of a wire

w2
R




communicabion in  interstate commerce, certain wriltings, signs,

gounds, that 1s, e-mails, as

counT DATE WIRE COMMUNTICATTON

2 6/19/2002 E-mail entitled “Fwd: Report,” sent from an e-
mail account located in San Diego, California,
Lo an AmerLCu tmline e-mail account of an SDCERS
Board Trustee, located in lelgs, Virginia

3 T/8/200%2 T-matil entitled “Clityv’s Proposal re SDCERS,”
sent from an =e- “aﬁl acoou t located in San
Diego, California, to an America Online e-mail
account of an SDCERS Board uxubt e, located In
Dulles, Virginia .

4 7/15/2002

5 20/4/2002 entitled Cumbent

From an
1fc T”’Ilt‘,
endant

.iml R

and 2
Counts 6 - 20
18 U.5.¢C. §8 1341, 1346, and 2
Honest Services Mail Fraud
33. The allegationsg rth in paragraphs 1 through 24 above
ars realleged as 1if fully set forth herein,

-y

. and continuing up to

ot

l

34, Beginning in or before January 200
and including January 6, 2006, within the Southern District of
Califernia, and elsewhere, defendants GRATHOFF, LEXIN, WEBSTER,

e a

%«‘J
[N
b

GRISSOM, and CHAPIN did knowingly devise and intend to devi
material scheme and artifice to defraud, to wit, to act with the

intent to deprive the SDCERS Board Trustees, members of SDCERS, and

O
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the ciltizens

honest services of

SAATHOFF, LEXIN,

WEBSTER,

intangible right of

their public officials to be performed free {rom
,undue influence, conflich of interest, and deceit,

the scheme to defraud that defendants

iy

O

GRISS0H, CHAPIN, and others, did, among

follow

~ther bhings, the AN
AN Defendants SAATHORE, LEYIN, WEBSTER, GRISSOM, and

¢
trigger

imminent

imminent
under MPL.

o De

7 to 2.5% fox
a pro

halloon pe

dollar

agread to

deviged a v omodify MP1 and its

the City would aveid making

time 20

dollar balloon payment to SDCERS that

LEXIN,

ST Y - - N PN IR e S T S
soreed to obtain the presidential

SDCERS

1t owed

fendants

recuested presidential

THOFF &
increase in the retirement multiplier from
of

menhers, in exchange for their support

posal to modify MPI so the City would avoid the multi ~million

ayment that owed SDCERS under MPL.




4l presidentiel leave retirement benefit, from SDCERS
51 sp thnat the other SDCERS Board Trustees would vote Lo approve the

o aveid the imminent

s of MPL, which would allow

70 muiti-million dollar balloon payment that it owed SDCERS, would allow

and others to receive increased recirement benef
rirement benefit,
100 and woul allow defendants FX TN WE FER GRISSOM, and CHAPIN to
11 maintain their positions with the City and SDCERES.

TER, GRISSOM, and

Board Trusteas, S0

161 modifFication of MPL, which would allow the City to avoid the

178 mulci-million dolls: avment that it owed SDCERS, would allow

3 .

ed retiremaent ben

n
2
-
L,
I
i
i
mn
Iy
o
{F
n

15 the defendants incres

191 including defandant SAATHOIT 's presidential lesave retirement benefit,
200 and would allow defendants LEYIN, WEBSTER, GRISGOM, and CHAPIN to
2t I maintain their pogitions with the City and EDCERS. |

22 £ Nefendants SAATHOFF, LEXIN, and GRISSOM, and others,

23 Fraudulently concesled from the SDCERS Board a prearranged plan for

24 | defendant SAATHOFF to submit his MP2 proposal, which, if approved,

25 guaranteed defendant SAATHOFF his presidential leave retirement

26 | benefilt.

25
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ol Defendants SARTHOFF, LEXIN, and WEBSTER, and others,

randulently voted in favor of defendant SAATHOFT's MPZ proposal, and

by concealing material information from the other SDCERS Board

Trustees, defendants SARTHOFF, LEXIN, WEBSTER, GRISSOM, and CHAPIN

RBoard Trustees Lo

od and fraudulently induced the other SDUE

dece
vote in favor of defendant SAATHOFF's MP2 proposal, which would allow
fhe City to avoid the imminent multi-million dollaxr balloon payment
rhat it owed SDCERS, would allow the defendants and others to recelv

inereased retirement benefirs, including defendant SAATHOFF's

D
{v

sresidential leave retirement benefit, and would allow defendants
LEXTN, WEBSTER, GRISSOM, and CHAPIN to maintain their positions with

the City and SDCERS.

h. LEXIN, WERBSTER, GRIZEOM, and
CHAPTWN, and agsisted in ﬁhé drafting of
legislation implementing delendant SAATHOFT'S MP2 proposal and the
ﬂon%imgeni rat negotiated in 2002, knowing that

and CHAPIN, and others

1. Defendants SAATHOFF, GRISSOM, and CHAPIN, and others,
fraudulently  concealed from  SDCERS  Board Trugtees material

information concerning defendant SAATHOFF's purchase of servic

el

SAATHOFF s retiremsnt benefits.

9. By deceiving the SDCERS Board Trustees and
fraudulently concealing material information from SDCERS Board
Trustees, defendants SAATHOFF, LEXIN, WEBSTER, GRISS0M, and CHAPIN

N

significant harm to the financial integrity of SDCERS

16N

cause

26




2 36, On or about the dates set forth below, according to each
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t, within the Scuthern Digtrict w1ifornia, and elsewnere,
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4] defendants SAATHOFF, LEXIN, WEBSTER, GR IS50M, and CHAPIN, for the

5l surpose of exscuting the aforesaid material scheme to defraud,
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61 knowingly deposited and caused to be
7 he sent and delivered by private and commercial interstate carriers,

et

~auzed matters and things to be delivered by the United States
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24 2002 SDCERS Board Meeting,
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DATE

MATL, MATTER

7/ C)/“ W2

SOOERS Board Packet rOl July 11,
2002 SDCERS Qoazd Meeting,

Delivered to SDOERS Roard Trustee
via Adcom Exp ess

8/12/20072 | Check No. 013011081 For
$3,523 .89, payable to Ban Deigo
[sic] City Employvees Ret Sys FBO
Ronald L Saatnoff, Delivered to
SDCERS via United States Mail
#/12/2002 | Check No
$8,000.44,
fsicl City
l"\lejc,ii’i L S

SDCERS v

s
e

t

Check No.
pavable to
to EDCERS wia

Oy

; Board Packelt For
Worveanbey 15, 2002 SDUERS Doard
veeting, Delivered to SDCERS

Board Trugstees via Adcom Expre

b

November 15, ,
Meeling, B@livpveﬁ to SDUERS
Board Trustee via Adcom Express

-
X

117772002

SDCERS Board Packet For
November 15, 2002 SDCERS Board
Meeting, Delivered to SDCERS
Roard Trustese via Adcom EXPress




DEFENDANTS DATE

MAIL MATTER

WEBSTER
GRISSOM
CHAPIN

S Board Packet For
Novemnber 15, 2002 EDCERS Board
Meeting, Delivered to SDCERS
Board Trustee via Adcom Express

SDCERS

n viclation

;‘“I’! '“

of

;. January 6, 2006,

o
8]

JOHN B. OWENS
“ igtant U.S. Attorney

P !

Title 18, United SBtates Code,

Sections 1341,




